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A REVIEW OF BUSINESS CONDITIONS 


“National income, after correction for seasonal variation, in- 
creased $95,000,000--1.7 percente-from March to April, Nonagricultural 
income as well as agrioulture’s eontribution to mational income cone 
piste to the eS poy Pe pe. ig time in the Se. recovery _ 
index of. tata 8 re get h as the 


sion “tabi 


qultural. dineome was. an inerease i in labs 2 Ome =D: ae reyaete , 
to wage eamers in manufacturing in¢ ene 4 rr ee, which was 
anticipated in last neni's review, was apparently a vat ettea oF of 
ent incident to such major labor disputes as” 
had been "Keeping large mumbers of workers idle prior to mid-March. © 
@mtrepreneurial and property income (interest, dividends, rents and 
royalties) also contrituted. somewhat to. the April improvement, A 
further gain in nonagrioultural inoome will probably be disclosed by 
our May, estimates; the favorable carryover effect of a sustained — 

ylume of production in April together with further ex on in May 
and * absence of major labor troubles ‘amt last week all 
point in: that direction, vias 


Gross cash farm income advanced further in April, reaching a 
new recovery peak for the second consecutive month. The April im- 
-oeercpegs was due mrs a to higher income from the sale of. products, 
Benefit payments were $35,000,000 less in April than im March though 
at $76,000,000 they, were were double the April 1936 payments. 


An soammpennttile ‘hart shows indexes of factory seeedia iin 
of reer tie! gash income with the first quarter of 1933 as 100 percent. 


bio ty 


ril 1987 gains as commred to this base period amounted to 160 160 
for "factory payrolls and to 147 percent for farm cash Aneonie, 


™" T¢ is not anticipated that farm dish income including benefits 
will oy to. nyosee a eh of 1936 by as moh as zu pereent as they 
| L and for the first hae $ jes shes ot LRT. ‘Hovever, the 
ok oA ah Mahe Malt gp 
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acw doidw ,cteg sidt .aeliwendal gaiutostunan at stemae eger of 
to notteeltex a yitowisgqs aew .wolvet a'démom taal of botaqioivtas 
es setugeth sodel totam dove o¢ dusblont ¢moearyolqmeny to somende oft 
sfowel-~b im of aoivg efbi atoctrow to atedmux egusl aaigoed meed bad 
bas atmet gabaebivib wactetat) emcomt wWruegorg bas Lefevenesqettam 
A ,tnemevorqmt Litad edd ot tarwomoa bodudbrimoo cals (a0 Leyot 
yw bovoloats ed yldadotq [fiw emoont Latstimixgenom af miag toddusl 
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8 girideset ,Lingd at teddaivt beonevba omoomt ars? dase saotd 
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extent on price flugtuations, Any serious relapse in prices of ‘farm 
and food products would tend to reduce somewhat the farmerts share 
in the increased retail expenditures for food since transportation’ 
and ‘handling charges would then take a larger share, 
eer ee lea, @3 dertvern( ned 

ae ‘Cadue tone sqnesetens uesoneind to ‘ae Federal nibaree Bodied » 
aensounliy corrected index,’ held flat at 116 percent of the 1923-25 
average in April, A decline in production of factories provessing 
agrimltural raw materials--partioularly textiles--was offset by 
further gains in production among the: factories processing nonagri« 
cultural rear matoriaie, 

=) The p eons onthe’ of. ‘durable ditty taoihietned's eer ave pho oie, 
of non-durable goods rose t6 the highest point in the current recovery, 
Similarly, employment in the durable goods industries gained relative 
to employment in the non<durablé goods industries, In actual mmbers 
factory employment in April-was divided equally as between the durable 
and <i alee industries as will be noted by reference to an attached 
charts 


Weekly indexes ‘are suggestive of some further increase tn im 
dustrial production for the current month, Both the Wew York Times 
index of business activity and the Department of Commerce weekly ® 
index of production (confidential) averaged higher for the first 22. 
days of May than the April eee al — er conte Perr eootgy slightly” in e 
Rt — ie inva teh a nat 


“* Department of Commerce (pro=- | 10048 105.4 
faction). 


» aes the Pedctal aderte 5 Heavens sant: en of puith gure 
aia ne advance in April it i@ probable that refleetion of sontimed 
improvement indicated by the other saeeaew wintee carries i waSs be ents 
+ age prea ee ee ne ble 


Neth as menticued: in dade sao hits eerniey edie, » dvveadaliaies are 
diggudianee: of @ probable relapse in industrial production within a’ 
few months, These developments inoluded price weakness in’ speculative: 
commodities=-particularly the metals-~a relapse in the stock market 
and failure of incoming business to keep pate with deliveries in steel 
- Praca gpa “It was at the same time suggested that any near-term 
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relaps¢ would be bata temporary halt to the cyclical advance--perhaps 
ses eoumon to the present fesovery up to about 


@ year “ago~at wore; Similar ‘ta‘extent’ rd ig bees ial era eepereetiate 
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een rbaeieek 2 pore surtelk eada veda b tba SepeCaP as detained 
ty preliminar Studies which are being made in this section, support 
bb opinion thet a general upward trend in industrial activity will 


‘eontime ‘for several more years, Brief remarks concerning tentative 


_ Conelusions ‘obtained from tro" ‘of these’ wud. og''s are ) giver” below. ” / 
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‘Urine 4 the ‘Leis<s4 mverage a6 @ sions base for construction, 
this being approximately the ‘period. of ‘the last major building cycle, 
we find thet residemtial bailding averaged about 51 percent of normal 


. in 19363) ‘other building’ and construction averaged 68.5 percent of 


1-in'1986,° At the low-in 1934 resi denti “miiding is estimated 


“to have béen ‘only 283 percent of normal, whereas the low for all 


. ‘other alee reached ed 1983" is Py cg sae ts Reed Simin} get iit Percent 


fy, VT) ah rg sid, a ene’ : ih. my eos Pra pi 7: oP Fi fy 


Hor a ‘Brodkin sarectcenan: is, ” ‘ea rey iat $6i den 


tier. ‘space “in: bee add ‘in normal relation to needs, estimated that 
there is now'a shortage’ of about 2,000,000 résidential units. An 


attached chert which shows the ‘tin oi of ‘non-farm housing units stand~ 


“dng as of December Si of each year ‘singe 1915 shows ‘that this estimated 
1929 t6° 1936 decline in housing ‘units, ‘as compared to ‘the normal ré+- 


¥ ‘quirenents, is ‘probably conservative. However, the assumption that 
the” ‘supply ‘and demand for residential ‘space was in normal ‘balance in 


1929 is open to Qestion. “The chart mentioned is; of course, based 


om tod short of a period to be taken very seriously. However, from 


the limited information available we estimate the shortage of housing 


unite at the start of 1987 at 1,150,000--sbout the same as the ~ 


ge at the start of 1922, following which tine gs Oe was a 


“major factor tn ‘eoonomte Feoovery, — 


‘The aitlook for ‘peel dentia *watfas dé: oath nda di We) a es 


A ‘efvvely low level at the present time and because shortages are common 


throughout ‘the country, is considerably better than for the other 


“types, It is’estimated that space for about 500,000 families per 
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year will be necessary to take care of the normal increase in pomlae- 

tion and in building losses during. the 1930-1950 period. Considering 

the shortages which have been milt u ie ad 1938 it is estimated . 
eed, the hah arb crn 
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a . The average ‘ny per aay sail, Wy nay Pe about. ‘4,100, 
| uta. 4 eonstruction of family “inerease within the next 
or ye ars, from around 259 thousand in 1936 to about 750 thousand--the 
estimated average anmal 4 saltiow tele sigh Prorat ineluding cote) 
would att be about 3, FESS dollars. (at ina bined sant 
gompa hee 802 3 iets the 629 neh @ 
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kiss se es: eae “ot he et Mee 
e..out ook. ‘tor sags renee 2 be and, oat Se 
rable,. shortages are, ‘not as pronounced asin resi- 
. -Forther. geing, in, industrial production, will, 
“by contimed Spereazes: in, industrial .byild- 
onstruction had by 1956 gained.507 peroet: from. 
but was still only 40 percent.as high as in.1929, 
res for new construction in the steel industry alone for. 1937 
timated by Dun and Bra +, t 290 million dollars and even 
Bay Satlaye wir unquestiona @ necessary over. ee next, few 
years if general Tndustelel activity, continues. to expand. day; gub-. 
ntial. inorease. in’ automobile output from present high ‘levels would, 
nd doubt, lead to considerable plent expansion. Similarly, persistent 
advances in consumption of. electricity is .suggestive of the need for 
resumption of large scale we teoatd dn generating capacity. No general 
shortages are yet apparent in comercial building spaces .Reaent.. ., 
suggestions looking to, a.ahict Aa. sis away from durable.,goods, and 
noves. toward smaller eirireniel, spending. for recovery.and hisntepe pro- 
has mean smaller public aatleya, sfor sons trust ane 40 pe we 


Construction is @ sted. to. exert inereasing .p ressure ra 
obdniilts recovery over ere is hree to five i 5 pa At the ssi tome 
raté a. improvement in the rents/oost ratio the 1923-25 average will 
je reached in about two yearse . Should building activity reach normal 

ear later, as in the 1220's, the uomal line would be erossed ‘a. 
ig 10, The grest of aget at weal sthebe cyole as visualised, tne 


ae 


the: a atisss : chart in last FORO! &. resin Ma hye 
reac : , e n 1942, 3 by ry HtLen, Bye garaens of ¢ » OL 
in Ha is “m gees wes Quo to advepees fa the ne sei i i heey 


“"Beeal * 


x £5} 6 oF SO rg eckate ee pe ed, et 
: nage of aoe acon in. construction Anere bt 
| he ee of building between 1929 and i936. 
Steel used. ig all industries except automobiles, milding and railroads 
increased 14 percent relative to industrial production between 1929 


end 1936, 
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Suffielent data are available for see ene rough no 
of- demand for steel in motors and building but normal 4 
ehannels cannot be. readily estimated, We = pssumed. that. the. demand 
for steel by the railroads was. approximately nomal in the 1925-29 
period, and that the miscellaneous uses of steel will drop back to 
about 50. pereent of, the total (57 percent. in both 1935 and 1936). when 
railroad tying and building become more nearly, nema, On the basi's 
of these, assumptions and estimated. trends of or, steel. by. the 
mene San and Gor pos ‘Seruaninity a petintin, = sped trend | in. eer 


“this ey ‘trend in pe caneumpti on, contrasts with an es- 
timated, flat trend for the motor industry beginning with ae and a 
penitent ga tae eet get tak Ar Tanne og pulati Our... 
wxough estimates. place normal steel requirements in 1940 ie ais 55 
million tons. of ingots. and castings as compared with 48,330,000 tons 
produced in 1936 and 56,433,000 tons produced in 1929, At peaks of 
recovery eyeles steel output usually exceeds the computed normal by 
20 .to 25 percent. Estimated plant capacity is mow about.70 million _ 
tons, wt difficulties of taking care of busines rot become acute. long 
before theoretical capacity. is reached... If s produgtion reaches 
68 million tons of ingots and castings between 1940 and. 1943 plant 
@apacity will need to be expanded 5 ‘10 percent. This tmilding 
together with installation of improved equipment would be an important 
factor in recovery. 


Prices and Living Costs 


"1 Living costs of city workers averaged 83 (1924-298100) for the 
first four months of 1937 as compared with 80.3 for the corresponding 
months of 1936, Of this year-to-year rise, smounting to 3.4 percent, 
about 60 pereent was due to higher food prices and 40 percent to in- 
creased costs of other items of the family budget. Retail Hod prices 
in April were 82.4 percent of the 1924-29 average as compared with 
84.2 percent for other living costs, 


The rise in retail food prices from 81,5 in January to 82,4 
in April was hardly asgreat as the full point rise from 83,2 to 84,2 
in other living costs, Since food aceounts for 34,8 percent of the 
urban worker's budget, according to the present weights used by the 
Bureau of Labor Statistics, 67.6 percent of the Jamary to April rise 
in Living costs was due to advances in the non-food items, 


Wholesale prices of all commodities except farm and food products 
held flat at 86.3 percent of the 1926 average for the four weeks end- 
ing May lst to May 22nd inclusive, eccording to Bureau of Labor Sta- 
tistics indexes. Farm and food product prices, which had reached a 
peak early in April, continued to decline through the week of May 15th 
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following the, spequlative advances ‘of Februaty end March, have held 
atjety ter. the past month, Increased European, demand has started a 
owed upward movement in foreign price of copper tut desultory 

} an “the low p riée of scrap as compared with elegtrolytic. have 

as. hiahe prevent d “Feucwal of the domestic. ‘price ee 
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an. 2 OY. price, situation. 
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P ~ Preliminary. ‘KEY: 
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Source: New York Times 


NATIONAL INCOME, EXCLUSIVE OF AGRICULTURAL AND FARM CASH INCOME,1924 TO DATE 


(Dollar figures seasonally corrected) 
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RESIDENTIAL BUILDING 


(Indexes of Volume, Costs and Rents) 


1923-58100 
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